i go         Shifting and Incidence of Taxation

that of  absolute necessaries and some expensive luxuries,
under the imposition of exclusive taxes there will be less
migration of capital from the industries concerned because
profits tend to remain constant.   The tax will, in the extreme 1
case, be shifted in its entirety to the consumer.1

What is only partly true, however, in actual life, of abso-
lute necessaries and 2Q3ensive_J.^^ applies in a far
greater degree to what are called complementar^^goods. For
even in the case of luxuries there are generally some pur-
chasers at the margin of doubt, who will be dissuaded from
buying, and who will be tempted to substitute some other
commodity if the price of the article rises. When, however,
as frequently happens in industrial enterprises, we have two
or more commodities which have to be joined in production
to accomplish a desired result, the one supplements the
other, and cannot be disused without serious loss. Familiar
illustrations of such complementary^ goods are penJLjnlc^and
paperjneedle and thread; cartLand J^orse; bow jind Jjjrow.2
Almost every industry on a large scale has its gradations of
such complementary goods. Even here, of course, there is
no insuperable bar to the use of substitutes. But the price
of the complementary goods must rise far higher than would
be the case with an ordinary commodity, before the pur-
chaser will be driven to accept a substitute. Where a tax is
imposed on one of two or more complementary goods, while

tween great luxuries and indispensable necessaries in his Principes Mathematiquest
pp. 162, 163, and in his Principes de la Theorie des Richesses, p. 306.

1 Pantaleoni, Traslazicne, pp. 115, 116, asserts that when the limit of effective
demand has not been reached, the tax will be divided between the producer and
the consumer.    His argument is that, since the producer's profits are decreased,
he will transfer his capital to other industries.   This great addition of capital will
decrease profits all around, in the taxed as well as in the untaxed industries.
Thus, the producer will get less profit than before.

This seems to be a mistake. It is, on the contrary, difficult to see why any
capital should be transferred. So long as the limit of effective demand is not
reached, the producers will not have their profits curtailed, because they can in-
crease the price by the tax. Pantaleoni's argument thus appears to be defective.

2  Cf. The Positive Theory of Capital, by E. von Bohm-Bawerk, book iii,
chap. ix.